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I1PfICE OFtME~ April 14th 1999.

Ms. Mangelie Roman Salas
Secretary,
Federal Communications Commission
TW-A325
445 12th Street, S.W.
Washington, DC 20037

Dear Ms. Salas,

Re: Public Notice DA 99-479
JB Docket No.96-261

In accordance with Public Notice DA 99-479 issued by the FCC on March
10th 1999, concerning the joint petition of AT & T, MCI WorldCom and Sprint for
enforcement of international settlements benchmark rates for services with
Cyprus, and that interested parties are to file comments no later than April 14,
1999, I have been requested by the Cyprus Telecommunications Authority to
forward to you its response to the aforesaid petition.

A copy of the enclosed comments is also being sent to the International
Bureau Reference Center and the International Transcription Services Inc.

Yours sincerely,

~bAnd as Kakouris
Char e d' Affaires
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PETITION OF AT&T, MCI WOBLDCOM SPRINT FOR ENFORCEMENT
OF INTERNATIONAL SE TLI~$TSBENCHMARK RATES

PO U

THE CYPRUS TELECOMMUN1~TIONSAUTHORITY'
ANSWER TO THE PETITION

•
1 The Commfsslons dasstflcatton of Cyprus lin the UppeT income group countries is

WTO~ es~aDy if one compares Cyprlxs wtth the eountTtes classified in the

upper miclc:l1e income group and the lower Income group countlilaS eg compared.

to Isle of Man, Oman, Greece, Iran, Libya; t~ name a few.

2. The 60 Jines per 100 tnhllbltilnts _te1ede~ estimation, which Is the criterion

recommended by ITU, only applie~ the tnhabfta~ of the government

controlled area of the RepubHc of Cy-piU$. If aD the Inhabitants of the Republic

are taken mto account te tncludl~ those iwho are cumantly 1~ In the Turkish

occupied area, the teledensity is below ~~foresaid proportion.

3. The facts proposed in paragraph 1 and Ia above show that the USA canieTs
"3.

lShou1d not have been Tequlred to negoti8te settlement rates within the US$O.15

benchmark.

4. The CommissiOns purpose in adoptirg tlia Benchmark Order (te to reduce the
I

U.s settlement deficit) is as far as dwrus is concerned defeated by the

circumstanoas whk:h created the deficit.' In the case of Cyprus a sJ;p1ificant
i

portion of the settlement defidt is due to caD back practices by US companies
4, "j
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which are considered illegal in Cyprus. The enforcement of the Benchmark

Order shaD further encourage these prnctkes which should be minimised or even
I

eliminated before any question of enforcement of a Benchmark Order be

considered

5. The Cyprus T e1ecommumcations Authorj'tY is currently a monopoly In Cyprus

and is also the regulating authority for ~communications. HoweveT Cyprus is

undergoirlil a liberaJ1sation proCe&6 2l p~ry task of which is the rebalanCing of

tariffs, which inevitably Involves the International accounting rates. The

rebalancing study is ready and is due to be submitted for approval by the
I •

approprfate Authoritfe$ within ApriJ 1999 am is expected to be adopted and

implemented Within 1999. Need.le.ss to say that such rebalancing is based on a

cost oriented methodology and shan abQIish the cross-service subsfdy. Before
:

the rebalancing of Its tariffs the Cyprus! Telecommunications Authority cannot

accept any selective and unilateral adjustments which could serlously affect Its

ability to provide universal seTVk:e and eSpecfaUy its abitlty to tTansfonn into a

competitive Te1ecommunlcations Operator.

6. In any event, we believe that the calcuJations which ~ to the adoption of the

Benchmark Order, do not mke full",· Into account' the unbalance in the
:~

investments required to be made :1;. a smaD operator like the Cyprus

Telecommunications Authorfty jn order to provide internatiOnal

telecommunication S4a1'VIo2s to consu~ as required by other large companies

operatirg in much bigger markets. FurtHermore, the Rate of Return that must

be realised from the above Investments, gwen the very smaB siZe of the market

in Cyprus, should be h~her than ~ of telecommunications operators,

operating in latgeT markets and makbll stmiJar bwestments so that the operators

are treated on an equal basis and effectiVely encouraged to continue to Invest

so as to retain and improve the quality am standards of service.

7. The rru regulations require that the~accountilYl rates bQ the subject of

negotiation and agreel112nt between ?pera10rs. The Benchmark Order
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effectiVely impairs the abihty of US cearrlers to negotiate and limits their
I

freedom to contract, a right safeguardedIboth by the US Constitution and that..
of Cyprus and otheT countries' Constitutions.· Therefore it should not be

enforced.

8.. Cyprus geographical location places the ;Cyprus TelecomrnmJcations Authority
I

at a disadvantage over other European Operators who have been ranked in the

same group, since the cost of a cirCUl~ from USA to Continental Europe is

definitely much lower compared to a CircUit In the Eastern Medftemmean.

9. The Cyprus Telecommunications AuthoritY In discusslJ1:l the matter With the US

carriers demonstrated its wiDingness to reduce the accounting rates In a process

which would be in line with the process cif rebalancing Its tariffs. In this respact

we propose a gradual reductfon of the tataJ accounting rates, as follows;

1. TAR 0,40 SDR/min with effect 1/111~

2. TAR 0,30 SDR/mln with effect 1/9/1999
,

3. TAR 0,25 SDR/mirl with effect lIlI2000

4. TAR 0,20 SDRlmin With effect V6I2000

.~.'

10. The existirg contractual arrangements6C2tween the US Caniet's and the Cyprus

Telecommmations Authority should be! adhered to. Any change should refer

to the future and. not the put ond shoq,ld be 11"R1tually agTeed. Any unilateral

change of the terms includ~ the ac~nttng rates Is nkely to be treated as

breach and. appropriate measures be taJ<en. The Cyprus Telecommunications

Authority fuDy reserves its contractual ~hts.

11. AU thea above in our view should lead to a dismissal of the application for an

enfoTcemmt order and to a diredlon that the parties use best endeavours in

negotiatirg a scaJecl reduction of the cu~ accounting rates between USA and
~

Cypros a process with which the Cyprus' TeJecommunications Authority is in fun

agTeemeTlt.
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12.. It is clarified that aD the above are submitted as comments and answer to the

petition to assist the Commission in reaphillJ a dedsbn on the matter under.
consideration and do not represent a su~ion to the Commisstol"S Ju1"Sdktion

The Cyprus Telecommunications Authority TIght to· regulate its own affairs and
I ."•••..

to contract on the terms it darns fit irrespective of the' Commission decision, is

fuly reserved.

PhotioS Savvldes

Deputy Genenl1 Manaser
Cyprus Telecommunications Authority

Nicosia

PHS/CHA


